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SUBJECT: SALE TO SWITZERLAND OP P-5E AIRCRAPT 
REF: A) BERN 832 B) BERN 776 

1. DURING MARCH 7 DISCUSSIONS WITH LETTER OP OFPER 
TEAM, SWISS FOR FIRST TIME FORMALLY RAISED QUESTION 
OP US PROCUREMENT IN SWITZERLAND AS "OPPSET " OR 
"COMPENSATION" FOR SWISS EXPENDITURES IN US POR P-5E 
PROGRAM. SWISS ARMAMENTS AGENCY (GRD) SPOKESMAN 
(RENE HUBER) SAID THEIR STUDIES HAD CONVINCED THEM 
THAT SWISS PARTICIPATION IN MANUPACTURE OP COMPONENTS 
POR P-5E WOULD NOT RPT NOT BE ECONOMIC. IN ORDER 
OBTAIN NECESSARY APPRORPRIATIONS PROM PARLIAMENT, 
HOWEVER, GRD PEELS IT NEEDS SWISS INDUSTRY SUPPORT 
AND WOULD LIKE TO EXPLORE POSSIBILITIES OF USG 

AND OR US INDUSTRY PURCHASES IN SWITZERLAND OP PRODUCTS 
UNRELATED TO P5-E. 

2. HUBER INDICATED SWISS THINKING STILL VAGUE ON HOW 
TO ACCOMPLISH THIS OBJECTIVE. HE SUGGESTED INITIAL 

STEP WOULD BE SOME TYPE OP GOVERNMENT-TO-GOVERNMENT 
AGREEMENT ON GENERAL PRINCIPLES, PERHAPS BETWEEN 
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MORE SPECIFIC ARRANGEMENTS ON INDUSTRY-TO-INDUSTRY 
LEVEL. HUBER SAID GRD RECOGNIZES THAT ONLY COMPETITIVE 
SWISS PRODUCTS COULD BE CONSIDERED IN SUCH ARRANGEMENTS. 

IF SWISS FRANC/DOLLAR EXCHANGE RATE MAKES IT IMPOSSIBLE 
FIND COMPETITIVE PRODUCTS, THEN SWISS MAY ASK FOR 
OTHER "COMPENSATION " SUCH AS MODIFICATION OF BUY 
AMERICAN LEGISLATION, DUTY-FREE TREATMENT FOR CERTAIN 
SWISS GOODS, OR OTHER US ACTION TO BENEFIT SWISS INDUSTRY. 

3. DURING FORTHCOMING TRIP TO WASHINGTON, GRD CHIEF 
CHARLES GROSSENBACHER PLANS TO DISCUSS "COMPENSATION" 

IDEA WITH DOD OFFICIALS AS WELL AS WITH NORTHROP 

AND GE. HUBER SAID SWISS HAVE NOT YET DECIDED IF 

GROSSENBACHER SHOULD ALSO TALK TO STATE AND COMMERCE OFFICIALS. 

4. COMMENT: WE DOUBT THAT THESE IDEAS HAVE AS YET 

BEEN THOROUGHLY DISCUSSED THROUGHOUT GOS SINCE WE ASSUME 
DIVISION OF COMMERCE TRADE POLICY OFFICIALS WOULD RECOGNIZE 
THAT SPECIAL PREFERENTIAL ARRANGEMENTS FOR SWISS GOODS 
IN US ARE MOST UNLIKELY AND THAT USG COULD HARDLY BE 
EXPECTED PLAY DIRECT STATE TRADING ROLE IN ANY KIND 
OF COMPENSATORY PURCHASE ARRANGEMENTS. THUS WE STILL 
HOPE THAT WITH GROSSENBACHER USG OFFICIALS WILL TAKE 
LINE SUGGESTED PARA 3 REFTEL B AND NOT UNDULY RAISE 
SWISS HOPES THAT SOME SORT OF COMPENSATING ARRANGEMENT 
FEASIBLE. EMBASSY BELIEVES THAT EVEN IF SOME TYPE 
OF "COMPENSATION" ARRANGEMENT SHOULD BE POSSIBLE, 

IT WOULD ONLY BE MINOR ELEMENT IN HELPING GRD SELL 
F5-E PURCHASE TO PARLIAMENT. WHILE LABOR AND IN- 
DUSTRIAL GROUPS PRESSING GOS IN ALL POSSIBLE CONTEXTS 
TO TAKE STEPS IMPROVE COMPETITIVE POSITION OF SWISS 
EXPORT GOODS, COST OF F-5E PROGRAM AND SWISS BUDGETARY 
SITUATION WILL BE THE CRUCIAL CONSIDERATIONS IN FINAL 
SWISS DECISION. 

DAVIS 
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